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I.

OVERVIEW

As part of the City of Santa Monica’s internal audit work plan, the City requested a review of the Human
Resources (HR) benefits billing process. The review took place between January 2016 and September
2016. Specifically, the City requested a review of its benefits billing and reconciliation processes,
including a focus on internal controls.
We conducted this review under the consultancy standards of the American Institute of Certified Public
Accountants (AICPA). As such, this work was not an audit of internal controls or compliance that
resulted in a formal opinion or other form of assurance. Moss Adams would like to thank the staff of the
HR and Finance Departments for their cooperation and assistance during our review.

A. BACKGROUND

The City offers its active employees and their dependents a wide variety of benefits. These benefits
include medical, dental, vision, Employee Assistance Program (EAP), Substance Abuse Program (SAP),
life insurance, limited term disability, and supplemental life insurance. Upon terminating employment,
individuals may enroll in coverage under COBRA or as retirees.

The City pays the benefit providers’ invoices for the premiums for all covered individuals. The funding
for these premium payments varies depending on the benefit type and covered individual. For active
employees, the City and employee each pay a portion of the premium for medical coverage and
supplemental coverage. In some cases, the bargaining groups have established sinking fund accounts
that contribute to premium costs. For the remaining benefits, including dental, vision, EAP, and SAP, the
City pays the premium. For medical coverage, there are different rates based on the coverage tier. For
vision, dental, EAP, and SAP coverage, premiums are standard rates regardless of coverage tiers.
For COBRA and retiree enrollees, the collection of premium payments varies. All COBRA enrollees and
most retirees must pay premiums to a third-party administrator (TPA) who then remits payments to the
City. Certain retirees pay no premiums for their benefits until the age of 70 or pay premiums through
sick leave balances.

To perform a reconciliation of benefits billing, we selected one month to compare the individuals
covered by benefits and included all monthly bills to the individuals eligible for coverage. We selected
the month of January 2016 in order to capture the changes made during the open enrollment process.
Through the course of our review, we noted that similar issues existed across benefit types, such as
discrepancies in spelling of names, errors in Social Security numbers, or newly hired or terminated
employees who require retroactive changes. For the purpose of our reconciliation, we focused our
review on medical benefits coverage because this benefit has the greatest dollar value.
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B. METHODOLOGY
To evaluate the HR Benefits billing process, our methodology encompassed the following activities:
•

•
•
•
•

Performed interviews with personnel from the HR Department, Accounting Division, and Payroll
Division of the Finance Department

Reviewed a variety of documentation

Selected the sample month of January 2016 to perform reconciliation for medical, dental, vision,
EAP, and SAP benefits bills
Identified exceptions

Collaborated with the HR Benefits Division to resolve or further understand identified issues with a
focus on medical benefits bills

C. SUMMARY OF RESULTS

The failure to properly administer HR Benefits billing has the following potential impacts on the City of
Santa Monica:
•

•
•
•

Employees not receiving benefits coverage when they have enrolled and paid their contributions

The City deducting employee pay without providing the associated benefits

Payroll deducting too much or too little from employees for the benefits coverage chosen
The City overpaying benefit providers by:
o

o

Providing coverage for individuals who are not eligible to receive benefits coverage

Paying for multiple coverage plans

There are a variety of risks that exist that we did not address as part of this review. Examples include
dependent aging out, dependents who are no longer eligible (e.g. former spouses), and deaths of retirees
receiving benefits. Additional complexities exist, such as monitoring and managing Medicare
participation for current employees and their dependents, as well as for retirees and their dependents.
We identified several categories of opportunities for improvement which include:

•

•
•
•
•
•

Reconciliation results
Data and offerings

Reconciliation process

Benefits administration process
Benefits after employment
Accounting

In total, we identified 13 findings, which are listed below by category of opportunity for improvement.
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Reconciliation Results
1. We identified exceptions in the administration of HR Benefits coverage due to issues with name
and Social Security discrepancies and a variety of other reasons.
Data and Offerings

2. Obstacles exist that impede the City’s ability to efficiently and effectively perform reconciliations
of HR Benefits billings.

3. The large variety of benefits plans offered by the City creates significant complexities for
monitoring and reconciliation.

4. One bargaining group’s medical plan offering has unique complexities, which further complicates
reconciliation.
Reconciliation Process

5. HR’s current management of benefit plans and the reconciliation to benefit bills is a manual
process.

6. The City lacks processes to ensure reconciliation between benefits selections and Payroll
deductions.
7. Certain aspects of the City’s benefits are administered through manual processes.
Benefits Administration Process

8. Coordination challenges resulting from open enrollment, qualifying events, and termination may
result in delays to changes in coverage.

9. The City’s current enrollment process for newly hired employees creates additional workload for
the HR Benefits staff.
10. There are challenges in tracking employees on leave of absence and appropriately administering
benefits for these employees, particularly when there are gaps in communication from
departments.
Benefits After Employment

11. Employment termination information may not be provided in a timely manner.

12. Although the City’s monitoring of its third-party administrator has improved, opportunities for
improvement still exist.
Accounting

13. There is not a full and accurate accounting of HR Benefits.
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D. IMPLEMENTATION PLAN
In the chart below we listed the elements of the recommendations outlined within Section III of this
report, as well as information related to the implementation of these recommendations. We categorized
the elements of these recommendations by type of implementation, such as process, system
improvements, policies and procedures, and management. We also categorized each element by the
expected timing for implementation, including immediate (0 to 3 months), short-term (4 to 6 months),
and long-term (7 to 12 months). In Section IV of this report, we provided additional information to
support implementation activities.
#

Implementation Action

Type

Timing

Additional
Reference

1.1

Establish more robust reconciliation practices.

Process

Short-Term

A.1
A.2

1.3

Correct issues with existing reports.

System

Short-Term

B.5
C.1

1.2

1.4
2.1
2.2
2.3
3.1
3.2
4.1
4.2
4.3

Improve timeliness of coverage changes.

Improve timeliness of retroactive adjustment
requests and implement a monitoring process.

Develop and maintain a comprehensive list to map
the codes used by the City in its HR/Payroll system
to the plan names and codes used by the benefits
vendors.

Process

Process

Policies and
Procedures

Short-Term

Short-Term
Immediate

A.3
A.4
A.5
B.2

Work on streamlining naming conventions.

Process

Short-Term

D.4

Consider opportunities for streamlining benefits
offerings in future labor negotiations.

Management

Long-Term

D.5

Establish a process for ensuring data integrity and
address already identified data discrepancies.
Pursue options for systems to support
reconciliations.

Incorporate POA plan codes and rates into a
comprehensive list of codes mapped to HRMS
system and benefits vendors.

Identify options for accurately assigning employee
contributions based on geographic area.
Reconsider the range of benefit offerings

Process

System

Policies and
Procedures

Management
Management

Short-Term

Long-Term
Immediate

Short-Term
Long-Term

A.7
B.4
C.2
C.3

B.2
D.2
D.5
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#
5.1

5.2

6.1
7.1

7.2
8.1
9.1
9.2

10.1

Implementation Action

Type

Timing

Additional
Reference

Work with vendors for the online benefits
administration system and new ERP system to
identify the capabilities for facilitating the
reconciliation process. If these systems will not
holistically support the benefits administration
process, then the HR Benefits Division, in
collaboration with the Finance and IT
Departments, should explore other systems.

System

Long-Term

C.2
C.3

Until a system is implemented to aid in automating
the reconciliation process, the HR Benefits Division
should perform full benefits reconciliations
periodically and no less than quarterly. Benefits
providers who have more stringent deadlines for
retroactive adjustments, such as Kaiser, should be
fully reconciled more frequently.

System

Short-Term

A.1
A.2

In collaboration with the Payroll and Accounting
Divisions, develop a process for periodically
reviewing benefits deductions in comparison to
benefits coverage and billing.

Process

Short-Term

A.8

Work with vendors for the City’s online benefits
administration system and the new ERP system to
identify the capabilities for managing benefits of
COBRA enrollees and retirees as well as
supplemental life insurance. If neither system has
these capabilities, then the City should explore the
other system options that are available for
managing this information.

System

Long-Term

C.2
C.3
C.5

Consider implementing secondary reviews for key
tasks performed by staff to ensure that adequate
internal controls exist.

Process

Short-Term

A.9

The HR Benefits Division should explore
opportunities to make process improvements to
ensure the timely communication of coverage
changes and requests for adjustments.

Process

Short-Term

The City should consider modifying its current
enrollment practices to better align with benefits
providers’ billing cycles.

Process

Short-Term

A.3
A.4
A.5

Consider modifying the time frame of benefits
coverage for newly hired employees.

Develop and maintain written policies and
procedures to guide the administration of benefits
for employees on leave.

Management
Policies and
Procedures

Long-Term

Short-Term

A.3
A.4
A.5

B.6
D.6

B.3.b
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#
10.2
10.3
11.1
12.1
12.2
12.3
12.4
13.1

Implementation Action

Type

Timing

Additional
Reference

Explore opportunities, in collaboration with the
Payroll Division, to improve communication and
monitoring relating to leaves of absence
administration.

Process

Short-Term

D.7

In collaboration with the Finance and IT
Departments, the HR Benefits Division should
consider system options for supporting leave of
absence administration.

System

Long-Term

C.4

In collaboration with the City’s executive team,
develop methods for departments to provide more
timely notification of terminations.

Process

Short-Term

D.1

Explore systems that can holistically improve the
benefits administration and reconciliation process.

System

Long-Term

With the assistance of the Treasury Division,
identify the recent revenue collection trends from
the TPA, including remittance dates and amounts.

Management

Short-Term

C.2
C.3
C.5

Establish a formal secondary process for
monitoring revenue remittances from the TPA.
Any anomalies, such as missing remittances or
unusual amounts, should be promptly investigated.

Process

Immediate

B.3.a

The HR Benefits Division should establish formal
policies and procedures guiding the administration
of benefits following termination.

Short-Term

B.3.c

Collaborate with Accounting and Payroll to explore
alternate processes for allocating retroactive
adjustments.

Policies and
Procedures
Process

Short-Term

D.3

B.1
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II. METHODOLOGY
In order to identify the differences between certain records, including the employee eligibility list,
payroll deduction list, and benefits bills, and create an exception list to facilitate consultation on this
matter, we performed the following steps:
•

Selected a sample month, January 2016, to perform reconciliation for medical, dental, vision, EAP
and SAP benefits bills, with a focus on medical benefits due to the dollar value of these benefits.
o

•

Selected January 2016 because it was the month the City performed its open enrollment.

Reviewed a variety of documentation, including the following:
o

o
o
o
o
o

Payroll Registers from September 2015 to March 2016
New Hire List from September 2015 to March 2016

Terminated Employee Lists from 2015 and 2016
Employee Eligibility Lists

Finance Allocation Lists from September 2015 to March 2016 for HR Benefits, including
medical, dental, vision, EAP, and SAP

Benefits Billing Invoices and Payment Information for the following benefit types with the
following vendors:






o
•

Dental (Delta Dental) from January 2016 to March 2016
Vision (VSP) from January 2016 to March 2016

EAP (Holman Group) from January 2016 to March 2016
SAP (Holman Group) from January 2016 to March 2016

Rates and Premiums from 2015 and 2016

Performed automated processes using look-up formulas to compare benefits billing information to
employee eligibility data and Payroll data as follows:
o

o
o
o
•

Medical (Aetna, Kaiser, and CalPERS) from January 2016 to March 2016

Created a compiled tab with payments by benefit type

Using the last four digits of Social Security numbers and last names from the row on the
eligibility sheet, pulled premium amounts from the payment tab
Developed a comprehensive coverage code map listing all relevant codes and premium
amounts
Looked up coverage plans and codes based on premium amounts

Performed automated processes using look-up formulas to compare benefits billing information to
employee eligibility lists to employee and employer contributions contained in Payroll information
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•

Identified exceptions between information sources: benefits billing, employee eligibility, and
employee and employer contributions
o

o
•

Observed that similar types of exceptions existed across benefit types

Focused our attention on medical benefits as the highest cost benefit type

Collaborated with the HR Benefits Division to resolve or further understand identified issues with a
focus on medical benefits
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III. FINDINGS AND RECOMMENDATIONS
A. RECONCILIATION RESULTS
1. Finding: We identified exceptions in the administration of HR Benefits coverage due to issues
with name and Social Security discrepancies and a variety of other reasons.
The City held its open enrollment process in January 2016. Because this is the time period when the
bulk of coverage changes occur each year, we selected this month to perform our reconciliation. We
compared benefits provider invoices to eligibility lists and payroll deductions. Given that medical
benefits have the greatest financial impact as shown below, we focused our reconciliation efforts on
medical benefits.
Benefit Type
Medical

Average Premiums Paid Out
by City per Month 1
$3,026,986

Dental

$174,295

Vision

$25,585

EAP

$7,527

SAP

$10,151

Before performing a more in-depth reconciliation, we first performed a high-level comparison to
show the difference in enrollee counts. Using the City’s employee eligibility list for January 2016, we
found that 1,937 employees had medical benefits coverage, while 2,032 employees were included
for coverage on the medical benefits bills. These differences are shown below.
Employee Eligibility List –

Benefits Bill –

# of Enrollees: Active
Employees

# of Enrollees: Active
Employees

Coverage Type
Aetna
Kaiser
CalPERS

AETHMO

540

AETPOS

570

HMOPPT
PEBKAI
KAIPPT

PERATH
PERBLS

15

593
36
1

11

573
590
679

1 Los Angeles Area

10 Los Angeles Area
1 Other Southern California

We calculated the average premiums for December 2015 to February 2016. For Vision, we calculated the
average premiums for December 2015 and January 2016.
1
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Employee Eligibility List –

Benefits Bill –

# of Enrollees: Active
Employees

# of Enrollees: Active
Employees

Coverage Type
PERCAR

4

6 Los Angeles Area

PERKAI

28

28 Los Angeles Area
1 Other Southern California

PERCHO
PERNET
PERPOR
Total

PERSEL

1

1 Other Southern California

1

1 Los Angeles Area

136

140 California

1

1 Other Southern California

1,937

2,032

As shown in the table above, in comparing the aggregate number of employees from the eligibility
list to benefits bills, we could immediately identify differences in the counts of eligible employees to
enrolled employees. While resolving the differences in these two counts is one aspect of the
reconciliation process, this would only identify one potential type of issue. Other types of issues
would not be evident. For example, any employees with coverage on more than one type of
insurance would not have been identified, nor would employees with discrepancies in the type of
coverage. Thus, we performed a full reconciliation of benefits. After reviewing and mapping data to
enable look-ups, we compared lists of the individuals eligible for benefits coverage, according to the
City’s HR/Payroll system, to the actual employee and employer contributions made for this coverage
and the enrolled individuals on the invoices for benefits coverage. From the discrepancies we
identified, we generated a list of several hundred exceptions. This list included a variety of different
types of exceptions and some individuals had more than one type of exception. Some of these were
superficial exceptions that we could independently resolve. For example, we identified instances in
which the names of enrollees or Social Security numbers did not match exactly between the
employee eligibility list and benefit vendor bills. While these types of exceptions may be easily
overlooked when performing manual reviews or reconciliations, data discrepancies such as these
are easily detected through automated data comparisons and need to be corrected despite having no
billing impact.
After identifying these issues, we classified the remaining exceptions into a variety of categories. We
provided these lists of exceptions to the HR Benefits team and worked with them to review each
one. Through this process, we were able to reduce the number of exceptions to 142 active or COBRA
enrollees with a variety of issues. The different types of issues are discussed below. 2 The number of
exceptions does not equate to the number of issues noted because one single enrollee identified
with an exception may have presented with more than one issue. For example, some enrollees were
identified as missing from the employee eligibility list as well as having retroactive adjustments.
2

There are 139 potential exceptions related to retirees.
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These issues relate to two primary causes, including limitations in the eligibility report’s accuracy
and weaknesses in current processes. Process flaws relate to the HR Benefits Division’s reliance on
manual processes rather than information systems or automated data comparison tools to assist in
analysis. These manual processes lack adequate controls, including process documentation,
schedules for performing and monitoring critical tasks, and secondary reviews to ensure data
accuracy.
Missing from Employee Eligibility List

By comparing the medical benefits bills to the employee eligibility list for January 2016, we
identified 55 instances in which the City was billed for individuals enrolled in coverage for active
employees even though they did not appear on the eligibility list. In 24 instances, individuals were
not included on the eligibility list because they had already terminated employment and, therefore,
appropriately were not on this list and should not have been on the benefits bill. However, we found
more than 20 instances in which employees had payroll contributions for medical benefits and were
enrolled in coverage but did not appear on the employee eligibility list for the month of January
2016. According to the HR Benefits staff, employees that should have been included on the employee
eligibility list were likely omitted due to technical shortcomings within the queries that populate the
eligibility lists within the PeopleSoft system. This reported technical shortcoming poses a challenge
for the City’s future attempts to perform similar full reconciliations of benefits because the accuracy
of these reports may be unreliable.
Inclusion in Employee Eligibility List

In contrast, we found one employee on the termination list included on the employee eligibility list
for January 2016. In particular, we found that an individual with an employment termination in
January 2015 was included on the eligibility list in January 2016. 3 According to the HR Benefits
Division, this employee was terminated as an as-needed employee in January 2015 but was then
rehired in January 2016. Therefore, according to the HR Benefits Division, the employee was
appropriate to include on the eligibility list for January 2016. However, upon further review of prior
eligibility lists, we found that this employee had been included on eligibility lists since August
2015—five months prior to his reported re-hire date.
Double Coverage

We identified 12 instances in which individuals were enrolled in, and the City was paying for, two
medical plans at the same time. In all of these instances, the HR Benefits staff noted that they had
already detected these issues and received retroactive adjustments to correct these errors.
However, the staff did not report an established process or periodic time frame for checking for
double coverage.
Employee Terminations
3

In two instances we were not able to verify the employee termination information provided by the
HR Benefits staff. In one instance we could not verify the termination date provided by the HR

Emp. ID #: 21589
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Benefits Staff. In another instance the termination date we found, October 3, 2015, differed from that
noted by the HR Benefits staff—December 31, 2015. 4
Retroactive Changes and Adjustments

Through our exception reporting and the review with the HR Benefits staff, there were 85 instances
for which changes were noted on the January 2016 billings for prior coverage periods or changes to
the January 2016 billings were noted in subsequent bills. These retroactive changes include changes
in coverage type or tier of coverage as well as new additions or terminations for coverage. There
were two adjustments noted by the HR Benefits Staff that we were not able to verify. 5

Payment Only

We identified two instances for which coverage was paid for active employees that were not
included on the employee eligibility list, and no payroll deductions were made by the City or
employee. 6
Missing Deductions

We identified eight instances for which coverage was paid for individuals who appeared on the
employee eligibility list, but there were no payroll deductions recorded by the City or by the
employee.
No Coverage

In 11 instances we identified individuals on the employee eligibility list who also had payroll
deductions but were not included on the benefits provider’s bill. For eight of these instances we
were able to verify that adjustments were performed retroactively and individuals were enrolled in
coverage. We did not have sufficient information to verify whether the adjustments were performed
in the remaining three instances.
Coverage Extension

We identified seven instances in which the City provided coverage beyond its standard time frame
after the end of the month of the last day worked.7 For most bargaining units, individuals are
provided with coverage through the last day of the last month worked. However, individuals in the
POA bargaining unit receive coverage for an additional month beyond the last month worked. While
none of the instances we found related to POA members, this difference in coverage timing following
employee termination may be a contributing factor to these delays. We found, for example, that one
individual was receiving coverage in January 2016 despite working their last day on September 11,
2015. 8
Emp. ID #: 12318; Emp. ID #: 20445
Emp. ID #: 11248; Emp. ID #: 20555
6 Emp. ID #: 91306; Emp. ID #: 21378
7 Emp. ID #: 21693; Emp. ID #: 21720; Emp. ID #: 12318; Emp. ID #: 20596; Emp. ID #: 13331; Emp. ID #:
15680; Emp. ID #: 21742
8 Emp. ID #: 21742
4
5
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Terminated with Coverage

We found two instances in which terminated employees were enrolled in coverage as active
employees. In one case we found an individual that appears to have received coverage for
approximately four months as a terminated employee and another individual who received
coverage for a year after his recorded termination date. 9 In response to these exceptions, the HR
Benefits Division stated that comparing the employee eligibility list for January to the bill would not
show the full picture but they did not explain what additional information should be used for
comparison.
Recommendations:

1.1 The HR Benefits Division should improve its current and future reconciliation practices to
identify and detect the following types of issues:
•

•
•
•

Eligible employees with deductions without coverage

Eligible employees with coverage that does not match Payroll deductions
Eligible employees enrolled in multiple plans for the same benefit
Benefits coverage for individuals who are not eligible employees

1.2 To avoid paying unnecessary premiums for ineligible employees, the HR Benefits Division
should revise its current and future reconciliation practices to improve the timeliness of
coverage termination.

1.3 The HR Benefits Division should explore the query parameters used to populate the employee
eligibility lists to ensure that these lists are accurate and can be used in future reconciliation
efforts. The HR Benefits Division should identify and correct data entry errors related to names
and Social Security numbers.
1.4 The HR Benefits Division should continue its efforts to request and monitor retroactive
adjustments. To reduce retroactive adjustments, the HR Benefits Division should develop and
implement an ongoing process for ensuring data integrity when individuals are enrolled for
benefits.

B. DATA AND PLAN OFFERINGS

2. Finding: Obstacles exist that impede the City’s ability to efficiently and effectively perform
reconciliations of HR Benefits billings.
The various benefits vendors include different identifying information for their enrollees. For
example, Aetna and Kaiser use the last four digits of an enrollee’s Social Security number. While
Aetna refers to this as the employee ID, Kaiser refers to this as the subscriber ID. CalPERS, which
administers medical benefits for the POA bargaining group, does not use enrollee Social Security
numbers and instead lists their CalPERS identification number. These inconsistencies and
9

Emp. ID #: 21589; Emp. ID #: 21609
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differences in formatting shown below make it difficult for the City to use technology to aid in the
reconciliation process unless these data issues are addressed. Moreover, numerous unique codes
and the lack of consistency create increased opportunity for data entry error within this manual
process.
The completeness and organization of enrollee names varies by benefit vendor as well. Some
vendors include only first and last names, while others include middle initials, middle names, or
suffixes. Also, the vendors provide enrollee information in different formats, such as one field for
both the first and last name or a field for each component of a name.
Benefit
Vendor

Aetna
Kaiser
CalPERS
Delta
Dental
VSP

Name (1)

SMITH JONES

SMITH JONES,
John J
SMITH, John
SMITH JR.
SMITH JR.

Name (2)

John Joseph

Name (3)

Name (4)

R

Jr.

John J.

SSN (Label)

Last 4 SSN
(Emp. ID)

<None>

<None>

CalPERS ID

Last 4 SSN
(Subscriber ID)
Full SSN
(Supplied ID)

John J.

Add’l ID
Number

Last 4 SSN
(SSN)

<None>

Member ID
<None>

In addition, there are inconsistencies in how the tiers of coverage are recorded by the City within its
HR/Payroll system and on the benefits vendor bills. For example, coverage for employees and their
families is recorded in the City’s HR/Payroll system as “4,” but on Kaiser bills this tier of coverage
would be listed as “3,” as shown below.
Coverage Tier

City
HR/Payroll
system

Employee Only

(1)

EE

(1)

Last digit of base
plan code (1)

EE Only

A = Family

Employee and
Family

(4)

EE +
Family

(3)

Last digit of base
plan code (3)

EE +
Children
Family

C = Member
Only

Employee and
One Dependent

(2)

Aetna

EE + 1 Dep

Kaiser

(2)

CalPERS (POA)

Last digit of base
plan code (2)

Delta
Dental*

VSP*

EE + 1 Child B = Member
EE + Spouse + 1

*Note: The City is charged composite rates for both Delta Dental and VSP. Therefore, the rates are the
same regardless of the number of individuals covered.
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There is not a consistent naming convention for plan names between the benefit vendors and the
City’s own HR/Payroll system. For example, the CalPERS invoice uses a four-digit base plan code to
reference the plan type and tier of coverage, while the eligibility list from the City’s HR/Payroll
system uses a code of letters for the plan type and a separate field with a number to indicate the tier
of coverage.

While the HR Benefits staff has a variety of lists relating to the different plans available, the City
lacks one comprehensive list that shows all of its offered benefits plans and the relevant codes used
within its own HR/Payroll system and their corresponding names or codes used by benefits
vendors. This type of list, an example of which is provided below, is necessary in order to perform
automated reconciliations. Similarly, this type of code map will be required to facilitate effective
interfacing between systems, including the HRIS, online benefits system, and new ERP system.
Benefit
Vendor

Aetna

Plan Code in
City System

AETHMO
HMOPPT
AETPOS

Kaiser
CalPERS*

PPOPPT
PEBKAI
KAIPPT

PERPOR
PERKAI
PERKAI

PERCAR
Delta
Dental
VSP

PERCAR
DPO
PMI

VISION

Plan Code on Benefit Vendor Bill

Plan Code

HMO

008/106/481

PPO

024/106

OA POS

008/023/106
ME RX 28

PEBT

Peace Officers Research Association of California
Kaiser Permanente California Los Angeles Area

Kaiser Permanente California Other Southern California
PERSCare Los Angeles Area

PERSCare Other Southern California
Delta Dental PPO

Delta Dental HMO/Pre-paid Plan
VSP Vision Plan A

ME RX
207
306
308
326
328

01509
71468

<none>

*Note: This table was provided for illustrative purposes, and we did not include the entire selection of
CalPERS.

In addition to the issues described above, we identified inconsistencies between the names listed on
the eligibility list and the benefit vendor invoices. These differences were due to format differences,
such as inconsistent hyphenation and spacing and truncated names. 10 We also found inconsistencies
Last name format on the medical payment for Emp. ID #: 19777. There was a space in the last name at the
end.
10
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between the Social Security numbers listed on the eligibility list and benefit vendor invoices. These
differences were due to errors in data entry.
Recommendations:

2.1 To prepare for any technology support in the HR Benefits administration process, the HR
Benefits Division should develop and maintain a comprehensive list to map the codes used by
the City in its HR/Payroll system to the plan names and codes used by the benefits vendors.

2.2 The HR Benefits Division should work with the benefits vendors to explore opportunities to
establish consistent naming and identifying information for enrollees. If vendors will not make
changes, then the HR Benefits Division should try to work through new system implementation
efforts, such as the ERP or existing HR Benefits online system, to determine how additional
fields can be added or formatted to facilitate automated reconciliation.

2.3 Establish a process for ensuring data integrity and address already identified data discrepancies.

3. Finding: The large variety of benefits plans offered by the City creates significant
complexities for monitoring and reconciliation.
The City offers its employees a number of benefits and a wide variety of choices within these
benefits. The specific benefits available for selection by employees vary by bargaining group. Some
of the City’s 18 bargaining groups joined together as a coalition to negotiate collectively for benefits,
while other bargaining groups have individually negotiated different benefits.
Count

Bargaining Unit

Unit Name

1

EPP

Executive Pay Plan

3

ATA

Administrative Team Associates

2
4
5
6
7
8
9

10
11
12
13
14
15

MTA
STA
IBT

MEA

SMART
PAU

PALSSU
HERO
SUE

EAC

RCM
RCL

FEMA

Management Team Associates
Supervisory Team Associates

International Brotherhood of Teamsters

Municipal Employees Association (includes City Council)

Intl Assoc of Sheet Metal, Air, Rail and Transportation Works Transportation Division
Public Attorneys Union

Public Attorney’s Legal Support Staff Union

Hearing Examiner Representation Organization

Employees of the Society for Union Employment
Employees Action Committee
Rent Control Managers

Rent Control Letters of Employment

Fire Executive Management Association
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Count

Bargaining Unit

Unit Name

16

FIRE

Santa Monica Firefighters Association (Local 1109)

18

TMP

As-needed/temporary employees

17

POA

Santa Monica Police Officer Association

For example, most of the City’s bargaining groups, 17 of the 18, can select between a variety of
medical insurance plans provided by either Aetna or Kaiser. 11 On the other hand, the employees
within the Police Officer Association bargaining group are offered another suite of choices managed
by another administrator, CalPERS, which includes insurance choices from Aetna, Kaiser, Blue
Shield, Anthem, HealthNet, United HealthCare, and CalPERS.

Besides variation in the plan offerings available to bargaining groups, the amount that employees
must contribute for their benefits varies based on their bargaining unit. In particular, employees in
the Rent Control Agency and the Fire Department have different employee contributions for the
same benefits plans as employees in other bargaining units, such as the MISC employee group and
the EPP group. For example, in 2016, the monthly plan premium for Aetna HMO coverage for an
employee was $791.31. However, as shown below, employee and City monthly contributions for this
plan vary by bargaining group.
Bargaining
Group

Monthly
Premium Rates

Monthly City
Contribution

Monthly Employee
Contribution

Other
Contribution

MISC and EPP

$791.31

$744.72

$41.93

$4.66 – Trust

Fire

$791.31

$736.86

$54.35

(not applicable)

Rent Control

$791.31

$748.60

$38.43

$4.28 – Trust

Depending on the bargaining group, the coverage for some employees is subsidized by trusts
managed by the bargaining groups. For example, as shown below, there is a coalition trust that
contributes to the medical insurance premiums of employees in the MISC and EPP bargaining
groups. A trust account was established in a Memorandum of Understanding (MOU) in 2005
between the City of Santa Monica and the Coalition of Santa Monica City Employees to subsidize the
employee’s portion of the medical premium. Based on the MOU, from January 1, 2016 to December
31, 2016, the subsidy is 10% of the established employee contribution but this subsidy will likely be
eliminated at some point in the future.
Employee contributions for permanent part-time employees (those with 20 to 32 budgeted hours
per week) vary based on the hire date. In particular, as shown below, the amount employees must
contribute for coverage differs for part-time permanent employees hired between July 1, 2010 and
December 31, 2014 and employees hired on or after January 1, 2015. Specifically, employees hired

While the City’s HR Department administers benefits for the Rent Control bargaining units, these
bargaining units do not report to the City Council. Instead, these bargaining units report to the Rent Control
Agency Executive Director and, ultimately, the Rent Control Board.
11
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between July 1, 2010 and December 31, 2014 pay the difference between the premium of the less
costly HMO medical insurance plan and PPO medical insurance plan, plus any employee
contribution for the selected plan. In contrast, employees hired after January 1, 2015 pay the
difference between the premium of the "Employee Only" HMO medical insurance plans and the
“Employee & One” or the “Employee & Family” insurance plans, plus any employee contribution for
the selected plan.
Coverage
Tier

Plan

Aetna
HMO

Employee
Only

Employee &
One
Kaiser
HMO

Employee &
Family2
Employee
Only

Employee &
One
Aetna
OAMC
(PPO)

1 (A)

Employee &
Family2
Employee
Only

Employee &
One
Employee &
Family2

Premium
Rates

$791.31

$1,582.62
$2,057.41
$554.00

$1,089.00
$1,533.00
$948.51

$1,897.02
$2,466.15

Hire
Date1

City
Contribution

Employee
Contribution

Trust
Contribution

(A) & (B)

$744.72

$41.93

$4.66

(B)

$713.00

$864.96

$4.66

(A)
(A)

$1,489.45
$1,936.28

(B)

(A) & (B)
(A)
(B)

$693.96
$520.76

$1,023.66
$488.66

(A)

$1,441.02

(B)

(A) & (B)
(A)
(B)

$462.02
$497.09
$975.18
$440.18

(A)

$1,385.03

(B)

$406.03

$83.86

$109.01

$1,358.79
$29.92
$58.81

$597.02
$82.78

$1,067.66
$448.10
$915.31

$1,453.52
$1,071.92
$2,056.80

$9.32
$12.11
$4.66
$3.32
$6.53
$3.32
$9.20
$3.32
$3.32
$6.53
$3.32
$9.20
$3.32

Hire date between July 1, 2010 and December 31, 2014; (B) Hire date January 1, 2015 or later.

2 Employee

& Family (3 or more persons covered)

Differences in employee contributions by bargaining group apply to other types of benefits beyond
medical insurance. For instance, the amount of limited term disability (LTD) insurance coverage
provided to employees varies by bargaining group. Similarly, the amount of basic life insurance
coverage varies by bargaining group. For example, even though employees in the MTA and MEA
bargaining groups are offered the same medical, dental, and vision benefits, their LTD and life
insurance benefits differ. Employees in these bargaining groups are assigned to different coverage
classes for these insurance benefits, which correspond to different amounts of coverage by the
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City. 12 Similarly, upon retirement, the benefits offered to employees vary by bargaining unit, as well
as the amount of the premium they must pay.
While there are common elements of the benefits offered across the bargaining group, the
combination of offerings and employee contribution amounts is distinct for each group, and the
benefits offered within a bargaining group may vary by job classification. Specifically, within the
Police bargaining group (POA), the amount of basic life insurance and supplemental life insurance
coverage is different for the Deputy Police Chief, Police Captains, and Police Lieutenants compared
to all other members of this bargaining group.

Beyond the City’s current complexities with bargaining groups, there are past labor agreements or
arrangements that the City must honor, thereby creating additional layers of complexity. For
example, in addition to the current list of bargaining groups, there is a list of seven long-time City
employees who have been grandfathered in from a past bargaining group and, thus, their benefits
offerings are distinct. Additionally, past mistakes the City made regarding Payroll deductions have
resulted in unique benefits situations for select employees. Specifically, more than 30 years ago, the
City made some mistakes in the administration of Payroll deductions in which it failed to make
Medicare contributions on behalf of certain employees. As such, those individuals are not eligible for
Medicare when they turn 65. In 1986, this issue was corrected and all employees hired after this
date should not be affected. However, because the City still has some individuals that were impacted
as active employees or retirees enrolled in benefits, the City has to manually track and address this
issue.
Recommendations:

3.1 The City should pursue opportunities to streamline its benefits offerings as part of future labor
negotiations.

3.2 The City should pursue options to perform reconciliations with the support of an information
system or automated data analysis tools.

4. Finding: One bargaining group’s medical plan offering has unique complexities, which
further complicates reconciliation.
The City currently uses CalPERS to administer its medical insurance coverage for the Police
bargaining group POA. Through CalPERS, employees and retirees within POA are offered a wide
range of coverage. However, enrollment is concentrated in a small variety of plans. For example,
based on the CalPERS invoice for January 2016, there were 190 active employees enrolled in
coverage. Those employees have 12 plans to choose from, as shown below.

MTA: Class 1 LTD Coverage and Class 1 Life Insurance Coverage; MEA: Class 2 LTD Coverage and Class
3 Life Insurance Coverage
12
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January 2016
# of Enrollees: Active Employees (POA)
160
140
120
100
80
60

# of Enrollees: Active
Employees

40
20
0

Of the 12 plans offered, four plans had no employees enrolled at all. Four other plans had one
enrollee each. The remaining four plans had all of the remaining employee enrollees.

For retirees, there is a greater distribution of enrollees across the various plan options, as shown
below. However, one plan has many more enrollees than the others.
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January 2016
# of Enrollees: Retirees (POA)
70
60
50
40
30
20
10
0

Combo
Rate (M)
Rate (B)

For all but one of the medical plans administered by CalPERS, plans have different premium rates
based on the geographical area in which the enrollee resides. Therefore, to stay up-to-date with
these premium rates, HR Benefits staff must refer to numerous rate sheets. Specifically, there are six
rate sheets used for 2016, covering Los Angeles Area, Other Southern California Area, Sacramento
Area, Bay Area, Other Northern California Area, and Out of State Region. For example, to complete
our review for rates applied in January 2016, we had to refer to three different rate sheets. Because
there are differences in premium rates according to geography, HR Benefits staff must perform an
additional step to verify that the premiums are correct based on the enrollees’ home addresses.
While the premium rates paid by the City vary by enrollee address, the contributions paid by the
employee do not vary by location. Currently, the City’s HR/Payroll system does not calculate
different employee deductions by geographical area. Instead, all employees in the POA bargaining
group who select medical coverage are contributing to their coverage based on the Los Angeles area
premium rates. Any employees who live outside of the Los Angeles area are either contributing
more or less for their coverage in comparison to their peers.
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Finally, the premium rate structure for POA retirees is much more complex than for retirees from
the City’s other bargaining groups. For retirees from other bargaining groups, the City offers a
simple set of choices from two providers, including AETNA and Kaiser, as shown below, for retiree
medical coverage, and there is a simple premium rate schedule associated with it. The options vary
depending on whether a retiree or their family members have Medicare. Similarly, the coverage tiers
and associated premiums vary based on the Medicare eligibility of the retirees and their families.
There are different premium amounts associated with each different tier of coverage.
Medical Benefits Offerings for 17 Bargaining Groups

Rate Structure
# of Plans

Plan Names

•

•

•
# of Coverage Tiers
Tier Names

•
•
•

Basic Health Plan

Medicare Health Plan

Combination Health Plan

3

1

1

Aetna HMO Plan
for Retirees – No
Medicare

•

Aetna Open
Access PPO Plan
for Retirees – No
Medicare

Kaiser – No
Medicare
3

Retiree Only

Retiree & One

Retiree & Family

•
•
•

Aetna Open Access
PPO Plan for
Retirees –
Medicare

3

Retiree Only

Retiree & Spouse

Retiree, Spouse, &
Dependent

•

•
•
•
•

•

Kaiser – With
Medicare

5

Retiree Only (With
Medicare)
Retiree & Spouse
(Two Medicare)

Retiree & Spouse
(One Medicare)

Retiree, Spouse, &
Dependent (Two
Medicare)

Retiree, Spouse, &
Dependent (One
Medicare)

In contrast, through CalPERS, retirees from the POA bargaining group have a wider variety of
medical plans to choose from and, thus, a more complex premium rate structure. Not only are there
more plans to choose from as well as a greater number of coverage tiers applicable to a greater
number of plans, but premium rates also vary by geographical area with six relevant rate schedules
as shown below.
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Medical Benefits Offerings for POA
Rate Structure
# of Plans

Plan Names

•
•
•
•
•
•
•
•
•
•
•
•

# of Coverage Tiers
Tier Names

•
•
•

Basic Health Plan

Medicare Health Plan

Combination Health Plan

12

7

7

Anthem HMO
Select

Anthem HMO
Traditional
BSC Access+

BSC NetValue

Health Net Salud
y Más
Health Net
SmartCare

Kaiser
Permanente

PERS Choice
PERS Select

•

•
•
•
•
•

•

PERSCare
PORAC

United
HealthCare
3

Employee Only

•

Employee & 2+
Dependents

•

Employee & 1
Dependent

•

Kaiser
Permanente SR
Adv

•

PERS Select Med
Supp

•

PERS Choice Med
Supp
PERSCare Med
Supp

PORAC Med Supp

UnitedHealthcare
Group Med
Adv/PPO Health
Only

•
•
•
•

•

UnitedHealthcare
Group Medicare
Advantage PPO
Health/Dental/
Vision
3

Employee Only
Employee & 1
Dependent

Employee & 2+
Dependents

•
•
•

•
•
•

# Geographic Areas

6

6

Kaiser Permanente SR
Adv
PERS Choice Med
Supp

PERS Select Med Supp
PERSCare Med Supp
PORAC Med Supp

UnitedHealthcare
Group Med Adv/PPO
Health Only

UnitedHealthcare
Group Medicare
Advantage PPO
Health/Dental/ Vision

6

Employee in (M) 1
Dependent in (B)

Employee in (M) 2+
Dependents in (B)

Employee in (M) & 1
Dependent in (M) 1+
Dependents in (B)
Employee in (B) 1
Dependent in (M)

Employee in (B) 2+
Dependents in (M)

Employee in (B) & 1
Dependent in (B) 1+
Dependents in (M)
6
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The complexities involved in the medical benefits administration for the POA bargaining group not
only pose challenges for the current manual reconciliation process, but these complexities, if not
addressed, will pose continued challenges for the City in implementing a system-aided
reconciliation. For example, codes will have to be assigned and premium rates maintained for all
coverage types and tiers.
Recommendations:

4.1 Develop and maintain a comprehensive list of codes and rates. In conjunction with this effort,
incorporate all POA plan codes and rates to ensure ongoing monitoring and facilitate future
automated reconciliation efforts.

4.2 The HR Benefits Division should work with the Payroll Division to identify options for accurately
assigning employee contributions based on geographical area and evaluate the cost-benefit
analysis of implementing changes.
4.3 If the City discontinues use of this medical plan administrator in the future, the City should
reconsider the number of benefit offerings it will provide and the level of complexity for these
options, such as geographical areas and variety of premium rates.

C. RECONCILIATION PROCESS

5. Finding: Human Resource’s current management of benefit plans and the reconciliation to
benefit bills is a manual process.
Most employee benefits, including medical, dental, and vision coverage, are recorded within the
City’s HR system. Employee elections for coverage and the associated deductions paid by employees
and the City for premiums are recorded within the HR system. However, the HR Benefits Division
does not currently have a comprehensive information system to administer benefits and support
reconciliation efforts, which requires a manual process to verify the accuracy of benefits bills and
track changes.

There are two employee benefits staff members in the HR Benefits Division. They are responsible for
reviewing and reconciling benefits billing. Each staff member is responsible for certain vendors.
Typically, staff members review bills and approve payment for the following month of coverage,
although this depends on the specific benefits vendor.
The staff members maintain a variety of spreadsheets on a shared network drive to manually keep
track of benefits changes such as new enrollments, changes in coverage, terminations, as well as
associated retroactive adjustment requests. This master spreadsheet has a new tab for each month
and records color coded notes for any changes or issues. Another spreadsheet is maintained for
terminations, with a new tab for each month, to track retiree benefits enrollment and COBRA
communication.
Each month, when reviewing benefits bills for payments, the employee benefits staff rely on these
spreadsheets as well as reports from the HR system to verify the bills. The employee benefits staff
members review the invoices in as much detail as possible prior to the payment date. They focus
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their efforts on tracking changes from month to month to ensure that all changes are appropriately
recorded or adjusted. Given the limited staff, they have focused their efforts on reconciling these
changes from month to month rather than performing full audits of benefit bills. While this may be
the appropriate prioritization of work given the current resources, the documentation recording
retroactive adjustment requests is inconsistent. Most retroactive adjustment requests are recorded
on the master spreadsheet but others are recorded on separate spreadsheets used when reviewing
invoices. Neither of these spreadsheets link to the actual documentation of these adjustment
requests such as e-mail transmissions.

Without full audits of all enrollees, there is an increased risk that past enrollment mistakes will
persist. For example, as identified in our reconciliation for January 2016, we found two instances in
which terminated employees were enrolled in coverage as active employees. In one case, we found
that an individual received coverage for four months prior to being rehired in January 2016—with
premium payments totaling more than $4,300. 13 In another case, we found an individual that
appears to have received coverage for approximately one year after his recorded termination date,
resulting in premium payments totaling more than $6,600. 14 Thus, the failure to detect the premium
payments for these two individuals cost the City approximately $10,000.

In 2015, the City began using an online benefits administration service, PlanSource. The service was
originally scheduled to be launched in the fall of 2015, but the launch was delayed due to a variety of
implementation issues. As of September 2016, the HR Benefits Division used this system to add,
terminate, and change employee benefits, and it planned for City employees to participate in the
open enrollment process through this online platform.

Once the service is fully functional, it will be able to send electronic data interchange (EDI) feed
updates to most of its vendors, including its TPA for its COBRA and retiree enrollees. The service will
allow the City to run reports and self-bill for certain benefits. However, it is still unclear what the
interface functionality will be with the City’s new ERP system. For example, it appears that the
benefits system may not facilitate reconciliation between benefits elections and payroll deductions.
Additionally, the HR Benefits staff will still have to track terminations outside of the benefits
systems.
The City is currently in the process of implementing a new ERP system. It is unclear how this new
system will improve the benefits reconciliation process.
Recommendations:

13
14

5.1 As part of its ongoing system implementation process, the HR Benefits Division should work
with vendors for the online benefits administration system and new ERP system to identify the
capabilities for facilitating the reconciliation process. If these systems will not holistically
support the benefits administration process, then the HR Benefits Division, in collaboration with
the Finance and IT Departments, should explore other systems.

Emp. ID #: 21589
Emp. ID #: 21609
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5.2 Until a system is implemented to aid in automating the reconciliation process, the HR Benefits
Division should perform full benefits reconciliations periodically and no less than quarterly.
Benefits providers who have more stringent deadlines for retroactive adjustments, such as
Kaiser, should be fully reconciled more frequently.

6. Finding: The City lacks processes to ensure reconciliation between benefits selections and
Payroll deductions.
The HR Benefits Division does not have a process in place to periodically review payroll deductions
as part of its benefits reconciliation process. As a result, we identified eight instances for which
coverage was paid for individuals who appeared on the employee eligibility list but there were no
payroll deductions recorded for the City or the employee. The City did not provide any information
to indicate that any changes or corrections were made retroactively relating to these individuals.
Because there is no process in place to detect these issues, the City faces a risk of providing benefits
to employees without appropriate employee deductions. In addition to payroll deductions, both City
and employee contributions determine how benefit costs are allocated across the City’s Divisions.
Therefore, mistakes in payroll deductions impede the City’s ability to accurately account for the
costs of benefits citywide.
Recommendations:

6.1 In collaboration with the Payroll and Accounting Divisions, the HR Benefits Division should
develop a process for periodically reviewing benefits deductions in comparison to benefits
coverage.

7. Finding: Certain aspects of the City’s benefits are administered through manual processes.
Besides managing the reconciliation of benefits through manual processes, there are certain
additional elements of benefits administration that the HR Benefits Division performs manually. For
example, supplemental life insurance is not managed within the City’s HR/Payroll system.

Other specific arrangements are managed through spreadsheets maintained by the HR Benefits staff.
For example, retirees from one bargaining unit are able to use sick pay balances to pay for benefits
premiums. Specifically, if individuals have a minimum threshold of sick leave balance at retirement,
then the monetary value of the leave time can be applied to their medical benefit premiums. Each
month, the HR Benefits staff has to manually track the balances of sick pay to the premiums paid out
by the City for each retiree.

Certain retirees pay no premiums for their benefits until the age of 70. The TPA is not involved in the
administration of the benefits if there is no contribution from retirees. As a result, the HR Benefits
staff must track benefits for these retirees, and there are no secondary records maintained by the
TPA.
Once employees terminate employment, their benefits can no longer be administered through the
City’s HR system. The City does not have a secondary system to maintain complete information
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about retirees or COBRA enrollees. Instead, the HR Benefits staff maintains its own spreadsheets
with lists of these individuals, and they rely heavily on the TPA’s own database to ensure accuracy.
Recommendations:

7.1 As part of its ongoing system implementation process, the City should identify whether its
online benefits administration system or its new ERP system will have capabilities to manage
benefits of COBRA enrollees and retirees. If neither system has these capabilities, then the City
should explore other system options for managing this information. For example, the City
should look for these capabilities when searching for systems that help in the administration of
leaves of absence.

7.2 The HR Benefits Division should consider implementing secondary reviews for key tasks
performed by staff to ensure that adequate internal controls exist.

D. BENEFITS ADMINISTRATTION PROCESS

8. Finding: Coordination challenges resulting from open enrollment, qualifying events, and
termination may result in delays to changes in coverage.
Changes in benefits coverage, including changes in coverage type or tier and new hires or
terminations, have to be communicated to benefits providers. However, the timing for when these
changes will be reflected on bills varies by vendor. For example, bills for medical coverage for
January 2016 would have had the following timing:
Provider

Coverage Month

Bill Issuance

Payment Due

Aetna

January

December 21st

January 15th

CalPERS

January

Kaiser 15

January

End of November
December 15th

End of December
January 10th

As a result, there are differing deadlines for communicating coverage changes to vendors in time for
the next billing cycle. For medical coverage for the month of January, the deadlines for changes
would have had the following timing:
Provider

Coverage Month

Notification Date

Aetna

January

December 18th

CalPERS

January

Kaiser

15

January

3rd week of November
December 14th

Kaiser benefits are administered through the PacFed Benefits Administrators.
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As such, whether or not a coverage change will be incorporated into the next billing cycle varies by
vendor. The HR Benefits Division does not have documented policies or guidelines to define the
timing of its staff actions.

In addition, vendors vary in their policies and timing for retroactive adjustments. For example,
Aetna has a standard policy of allowing retroactive adjustments up to 60 days after the fact. In
contrast, Kaiser only performs adjustments up to 30 days after employment termination. Therefore,
failures to detect coverage issues within each vendor’s allotted time period may result in a financial
loss for the City. For example, we identified eight instances in which the City provided coverage
beyond the City’s standard time frame. For most bargaining units, individuals are provided with
coverage through the last day of the last month worked. For the POA bargaining unit, individuals
receive coverage for an additional month beyond the last month worked. These extensions in
coverage were likely due to failures to detect and communicate changes in a timely manner.
According to the HR Benefits Division, these delays may also be attributed to failure to submit
paperwork related to employee terminations in a timely manner.
Recommendations:

8.1 The HR Benefits Division should explore opportunities to make process improvements to ensure
the timely communication of coverage changes and requests for adjustments.

9. Finding: The City’s current enrollment process for newly hired employees creates additional
workload for the HR Benefits staff.
Prior to 2010, City employees became eligible for benefits coverage on the first of the month
following 30 days of work. In 2010, the City changed this practice and employees became eligible for
benefits coverage on the first of the month after date of hire. For example, if an employee is hired on
December 31st, based on current practices, the employee can begin coverage on January 1st. In the
past, an employee would have had to wait until February 1st to begin coverage.

This change in enrollment practices results in additional work for the City’s HR Benefits staff. As
discussed previously, the benefits providers have varied deadlines for adding new enrollees.
Because new employees can become enrollees with as little as one day’s notice, staff may have to
request and monitor retroactive adjustments. For example, if City staff add a new employee for
coverage on January 1st, then they will have to monitor the February and March invoices to ensure
that a retroactive adjustment for January’s coverage was included, because the January bill would
have already been created.
Recommendations:

9.1 The City should consider modifying its current enrollment practices to better align with benefits
providers’ billing cycles.
9.2 In advance of future labor negotiations, the HR Department should consider modifying the time
frame of benefits coverage for newly hired employees.
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10. Finding: There are challenges in tracking employees on leave of absence and appropriately
administering benefits for these employees, particularly when there are gaps in
communication from departments.
The City currently lacks a system for tracking employees who are out on leaves of absence, which
creates a challenge for administering benefits for these employees. According to the HR Benefits
Division, information regarding the beginning or end of leaves of absences is often not
communicated in a timely manner. Moreover, there are some complexities inherent in the
administration of leave. In particular, there are a number of different types of leave time, each with
different lengths of time and requirements for benefits coverage. Also, different types of leave may
be used consecutively, with an employee starting with one type of leave of absence and transitioning
to another.

Generally, if an employee is out on unpaid leave for more than 30 days, the City can terminate
employee benefits. If an employee is out on a protected leave, such as FMLA or Worker’s
Compensation, then the City does not terminate benefits. Because accurate and timely information
about employees on leave has not been readily available to HR Benefits staff, they have not been
terminating coverage for employees out on leave. While this has allowed the City to avoid the legal
and financial risks associated with terminating coverage inappropriately, the City may have
provided and paid for more coverage than legally required.
Recommendations:

10.1 The HR Benefits Division should develop and maintain written policies and procedures to
guide the administration of benefits for employees on leave.

10.2 In collaboration with the Payroll Division, HR should explore opportunities to improve
communication and monitoring relating to leaves of absence. For example, they should discuss
all of the reports available within the HR/Payroll system that may be helpful in identifying
individuals out on leave or returning from leave and the frequency that these reports will be
distributed and investigated.
10.3 In collaboration with the Finance and IT Departments, HR should consider its efforts to solicit
system solutions for supporting leave of absence administration through the RFP process.

E. BENEFITS AFTER EMPLOYMENT

11. Finding: Employment termination information may not be provided in a timely manner.
The HR Benefits Division has reported challenges in receiving timely termination information, such
as Form 100, from departments. Once received, this form must be entered into the HR system to
take effect. However, based on the City’s Payroll schedule, there is only a short time frame during
which HR Benefits can update this information in time for the Payroll deadline.
The HR Benefits Division has more comprehensive information for certain types of terminations.
Retirees typically schedule meetings with Benefits staff prior to termination to discuss coverage
options. In contrast, most other types of terminations, such as resignations, do not meet with
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Benefits staff prior to employment termination. Therefore, the Benefits staff must rely on the
information communicated from departments.
Recommendations:

11.1 The HR Benefits Division and the City’s executive team should develop methods for
departments to provide more timely notification of terminations. The Finance Department
should help facilitate this discussion to ensure that changes are effectively implemented.

12. Finding: Although the City’s monitoring of its TPA has improved, opportunities for
improvement still exist.
The City engages a TPA to administer its COBRA and retiree coverage. For COBRA enrollees or
retired employees who have chosen to continue City benefits, the City pays the premiums for
coverage each month. 16 The TPA is responsible for collecting payments due from COBRA enrollees
and covered retirees, as well as relevant administration fees. The TPA submits invoices to the City
for these payments. It is the TPA’s responsibility to notify the benefits provider and the City about
any instances of non-payment. However, the TPA is not responsible for performing any
reconciliation on the City’s behalf, such as comparing the invoices received by the City to the TPA’s
own records.

In the past, the City was not adequately monitoring the TPA and the revenue remitted to the City.
The City’s former TPA identified its own failures to remit payments to the City. In particular, in May
2012, the City’s former TPA notified the City that it had completed an audit of the City’s COBRA and
retiree accounts and identified excess funds that were due for remittance to the City. The former
TPA identified a total of $487,665 due to the City. Roughly $14,000 of this amount was for two
months of COBRA payments that were not remitted to the City. The remaining amount had
accumulated over several years. Some of this was explained by incorrect calculations and
incomplete remittances. The majority of these funds were associated with a seven-month period,
from November 2008 to May 2009, when funds were not transferred to the City. This time period
coincides with when the City was changing medical benefits vendors. According to the City, changes
in benefits vendors causes complications and likely contributed to its failure to notice the missing
remittances. Additionally, in July 2014, the City’s former TPA notified the City that through its own
process to identify uncashed checks, it identified a total of $98,159 in uncashed checks dating back
to 2006, which were for COBRA and retiree accounts. A new check was issued to the City for this
identified amount.
As shown in the table below, the amount of revenue received by the TPA varied over the 10-month
period. On average, the City received approximately $149,900 per month. However, this amount
ranged from roughly $127,000 to $169,800. Additionally, the dates the payments were made, as
indicated by the check dates, varied as well. On average, payments were dated on the 15th of the
month, and payments were recorded as early as the 6th of the next month and as late as the 26th of

Certain retirees, based on employee groups, do not have premiums and therefore their benefits are not
administered through the TPA.
16
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the next month. This variation in both amount and payment timing makes effective monitoring of
revenue collection more challenging. However, tracking the number of enrollees by month will help
provide a rough estimate of expected premium revenue and help explain changes in revenue.
Amount

Payment Date
(Check Date)

March 2015

$165,785

4/14/15

May 2015

$144,899

6/12/15

Premium Month

April 2015
June 2015
July 2015

August 2015

September 2015
October 2015

November 2015
December 2015

$162,482
$156,329

$158,510
$145,959
$132,776

5/11/15
7/20/15
8/19/15
9/16/15
10/6/15

$169,793

11/12/15

$126,834

1/26/16

$135,329

12/22/15

As of January 2016, the City began service with a new TPA. Unlike the former TPA that sent checks
directly to the HR Office, the City’s current administrator submits all payments via wire transfer.
These transfers are processed through the City’s Treasury, and the Treasury notifies the assigned
employee benefits staff member in HR when payments are received. The employee benefits staff
member then downloads the report from the TPA’s website and reconciles the payments received to
the enrollment records. As a result, the City has stronger controls in place now regarding payment
remittance from the TPA. In particular, the payment is being directed to the Treasury via wire
transfer, more information is available to HR staff on demand through the TPA’s website, and a more
rigorous reconciliation process is being performed.
While the City’s process and arrangement with its current TPA represents an improvement over its
former TPA, some weaknesses in the monitoring of this revenue collection still exist. For example,
the HR Benefits Division still has limited staff and must manually track these payments, along with
most other aspects of benefits administration. Additionally, the City still lacks a formal secondary
process to reconcile TPA payments. For example, the City does not monitor the TPA’s revenue
remittances to verify that they are received each month or compare to past payments to detect
revenue variances.
Recommendations:

12.1 The City should continue to explore systems that can holistically improve the benefits
administration and reconciliation process.
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12.2 With the assistance of the Treasury Division, the HR Benefits Division should identify the
recent revenue collection trends from the TPA, including remittance dates and amounts as
well as the number of COBRA and retiree enrollees.

12.3 The HR Benefits Division should establish a formal secondary process for monitoring revenue
remittances from the TPA. For example, the Senior Human Resource Analyst should pull a
report from the financial system on the same date each month to ensure that revenue was
received from the TPA and the amount is within a 5% variance of the average amount. Any
anomalies, such as missing remittances or unusual amounts, should be promptly investigated.

12.4 The HR Benefits Division should establish formal policies and procedures guiding the
administration of benefits following termination.

F. ACCOUNTING

13. Finding: There is not a full and accurate accounting of HR benefits.
As discussed previously, a significant number of retroactive adjustments occur and are included on
benefit bills. In some cases, these adjustments are associated with numerous months of premiums.
For example, in June 2015, adjustments were made for 11 individuals totaling more than $87,000.
The adjustment for one individual alone was more than $18,000. However, these adjustments are
allocated across divisions citywide rather than attributed to the division itself. Accounting reported
that they are not provided sufficient information to enable them to assign these adjustments to the
specific divisions that incurred them.

As a result, the current accounting methodology does not force individual divisions to experience
the direct impact of benefits errors or corrections. If departments were directly financially impacted
by these mistakes, then they may be more diligent in their efforts to submit pertinent information in
an accurate and timely manner.
Recommendations:

13.1 The Accounting, Payroll, and HR Benefits Divisions should collaborate to explore alternate
processes for allocating retroactive adjustments.
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IV. IMPLEMENTATION RESOURCES
The information provided below is intended to aid the City in its efforts to implement improvements to
the HR Benefits administration and billing process. The information is referenced in the implementation
plan provided in Section I of this report.
A. Processes

A.1 Reconciliation Process: The HR Benefits Division should implement a periodic full reconciliation
process to ensure the accuracy and completeness of HR Benefits and billing by performing the
following steps:
•

•

A) Select a month

B) Produce reports for eligible individuals including the following:
o

o
o
•

o
•

3) COBRA enrollment list

1) Benefits vendors (including active employees, retirees, and COBRA participants)

2) TPA (including retirees and COBRA)

D) Produce Payroll benefits deductions reports for employee and employer contributions
E) Modify reports to facilitate comparison:
o

o
•

2) Retiree enrollment list (both TPA and City funded premiums)

C) Produce benefits invoices for the following:
o

•

1) Employee eligibility list from the HR system

1) Create new column to establish consistency in name formatting across all reports (i.e.
convert cell to columns or concatenate)

2) Create a new column to look up benefit codes and ensure consistent codes are used
amongst all reports

F) Compare reports (B), (C), and (D) to determine the following:
o
o
o
o

1) Are all eligible employees with deductions (B and D) enrolled in benefits coverage
(C)?

2) Do the deduction amounts (D) match the enrolled benefits (B) and billed benefits (C)?
3) Are eligible employees enrolled in multiple plans for the same type of benefit?
(compare all C reports against each other)

4) Are all of the individuals enrolled in coverage (C) eligible to receive coverage (B)?

A.2 Detection Process: The HR Benefits Division should implement a periodic process, staggered with
the reconciliation process, to detect the following types of issues:
•

•

•
•

Issue 1) Eligible employees with deductions without coverage

Issue 2) Eligible employees with coverage that does not match Payroll deductions
Issue 3) Eligible employees enrolled in multiple plans for the same benefit

Issue 4) Benefits coverage for individuals who are not eligible
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A. Processes
To detect these issues, the HR Benefits Division should perform the following steps associated with
those types of errors:
o

o
o
o

For issue (1), perform step F1 of the A.1 Reconciliation Process

For issue (2), perform step F2 of the A.1 Reconciliation Process

For issue (3), perform step F3 of the A.1 Reconciliation Process
For issue (4), perform step F4 of the A.1 Reconciliation Process

A.3 Timeliness of Coverage Changes: The HR Benefits Division should develop a timeline and
schedule for processing all coverage changes, including the following steps:
•

•

•

•

A) Establish a timeline for processing all coverage changes. The Division should establish target
and maximum timelines for processing all types of coverage changes including new hires, qualifying
events, and terminations. For example, the Division could plan to process coverage changes at least
once per week with a goal of processing all changes within three days of receipt.
B) As part of the coverage change process, the Division should document that date coverage
changes are received and when they are processed. Any retroactive adjustments required should
be performed at this time.
C) Benefits staff should document evidence of coverage change communications and retroactive
adjustment requests including the staff member’s name, date of communication, affected
individuals, and nature of requested action.

D) Division management should monitor the timing for processing on a monthly basis and
document any known factors that may have contributed to processing time variances. On a
quarterly basis, these results should be reported to HR management and any obstacles to meeting
processing deadlines should be addressed.

A.4 Monitoring Coverage Changes: The HR Benefits Division should develop an internal process for
ensuring the timeliness and accuracy of coverage changes, including the following steps:
•

A) Establish a schedule for verifying coverage changes twice a month that aligns with the providers’
schedules for billing and coverage change communication.
Provider

Aetna

Kaiser
•

CalPERS

January
January

Notification Deadline

Bill Issuance

Payment Deadline

December 18th

December 21st

January 15th

3rd week of November
December 14th

B) Prior to the provider’s notification deadline,
o

o
•

Coverage
Month
January

End of November
December 15th

End of December
January 10th

B1) Compile a list of all individuals whose coverage should have been changed for the
month (i.e. new hires, employee terminations, qualifying events).

B2) Compare this list to records of coverage changes submitted for the month. Any
discrepancies should be investigated and communicated to the provider.

C) After the bill’s issuance and prior to the payment deadline,
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A. Processes
o
o
•

C1) Compare the list of all individuals whose coverage should have been changed for the
month (Step B) to the provider bill.

C2) Compare the prior month(s)’ list of outstanding discrepancies to the provider bill in
order to ensure that all necessary adjustments have taken place.

D) Any discrepancies should be noted and followed up on as retroactive adjustments.

A.5 Retroactive Adjustments: The HR Benefits Division should incorporate requesting and monitoring
retroactive adjustments into other recommended processes with the following steps:
•

•
•
•
•

A) As part of the coverage change process (Process A.4), retroactive adjustments should be
requested at the time of coverage changes. These requests should be documented to include the
staff member’s name, date of communication, affected individuals, and nature of requested action.
B) As part of the coverage change monitoring process, retroactive adjustment requests should be
performed following the identification of discrepancies.

C) As part of the coverage change monitoring process, benefits staff should ensure that adjustments
are included on provider bills
D) Requests for retroactive adjustments of three months or more should be recorded, including the
reason for any delays, and reported to the Benefits Division Manager.

E) The Benefits Division Manager should perform ongoing monitoring of retroactive adjustments to
ensure that they are being performed in a timely manner and that effective resolution is being
ensured. The Benefits Manager should investigate all delayed retroactive adjustment requests and
report these issues to HR Management on a quarterly basis.

A.6 Ongoing TPA Revenue Monitoring: The HR Benefits Division should work with the Treasury
Division to gather information and identify revenue collection trends from the TPA by performing
the following steps:
•
•
•
•

A) Gather information from the Treasury about the revenue collected from the TPA since
1/1/2015.

B) Identify the revenue associated with retiree premiums and the number of associated former
employees versus COBRA premiums and the number of associated former employees
C) Identify the revenue collection dates

D) Perform data analysis to determine trends, including the average collection amount and average
collection date.
See Tools for an example spreadsheet template (see B.1) and a procedure example (see B.3.a).

A.7 Data Entry Integrity: Establish a process for ensuring data entry integrity, including the following
steps:
•

•

A) Employee selects benefits coverage (new hire, qualifying event, open enrollment) or changes any
enrollment information (including name change, information correction).
B) One HR Benefits staff member reviews information and uploads to HRMS and PlanSource
systems, then compiles information for transmission to the benefits vendor.
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A. Processes
•

C) Prior to submission, another HR Benefits staff member will review and approve the data for
accuracy and consistency, including the following elements:
o

o
o
•
•

Plan code

Name spelling and format

Identifying information (DOB, SSN, employee ID)

D) Any discrepancies identified should be reviewed and corrected prior to upload to HRMS and
PlanSource and/or transmission to the benefits vendor.

E) Documentation of data entry and review should be recorded through paper and/or electronic
records.

A.8 Employee Deductions Review: In collaboration with the Payroll and Accounting Divisions, the HR
Benefits Division should develop a process for periodically reviewing benefits deductions in
comparison to benefits coverage and benefits billing. The process should include the following
steps and roles and responsibilities:
Responsible Party

Action

•

Payroll; Accounting;
HR Benefits

o

•

Payroll

o

•

HR Benefits

o

o

•
•

Payroll

Accounting; HR
Benefits

o
o

Meet annually to discuss updates to payroll codes and deductions.
Review each type of report to ensure reliability of information
used for comparison. Discuss any process changes or
improvements.
Annually update payroll codes and deductions and maintain as
needed to ensure accuracy and completeness.

As part of the reconciliation process (A.1), compare payroll
deductions to the HRMS benefits system and benefits invoices and
investigate any discrepancies between these records.

Resolve discrepancies: 1) request any Payroll adjustments
required; 2) update benefits selection in HRMS; and/or 3) update
enrollment with benefit vendors.
Respond to any Payroll adjustment requests from HR Benefits to
ensure agreement between benefit selections and deductions.

Meet quarterly to discuss any significant discrepancies identified
and financial reporting treatment.

A.9 Internal Controls for Manual Processes: To fortify processes currently managed in a solely
manual nature, the HR Benefits Division should incorporate the following steps:
•

A) All processes managed outside of any database system (such as HRMS) and instead solely
through manual records (such as spreadsheets) shall be considered “manual processes.” These
processes include, but are not limited to, the following:
o

o
o

Supplemental life insurance

Retirees with sick leave balances for premium payments
Retirees with premiums
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A. Processes
o
o
o
•
•
•

•

Retirees without premiums

Retirees without Medicare contributions

COBRA with premiums

B) Two or more individuals shall be involved in administering all manual processes.

C) One HR Benefits Division staff member shall prepare actions, requests, or changes to manual
processes.

D) A second HR Benefits Division staff member shall review all actions, requests, or changes to
manual processes for accuracy, completeness, consistency, and appropriateness. Any errors,
inconsistencies, or discrepancies shall be resolved prior to completion of action. A secondary
reviewer shall approve (or complete) all actions, requests, or changes.
E) Documentation of data entry and review shall be recorded through paper and/or electronic
records.

B. Tools and Resources
B.1 TPA Revenue Collection Trend – See spreadsheet B. City of Santa Monica – HR Benefits Billing –
Tab 1
B.2 Code Mapping (including POA)

B.3 Policies and Procedures – See Appendix – B.3
a. Ongoing TPA revenue monitoring
b. Administration of benefits for employees on leave
c. Timing of COBRA

B.4 Resolve Data Discrepancies Identified – See spreadsheet B. City of Santa Monica – HR Benefits
Billing – Implementation Plan – Tab B4

B.5 Resolve Report Glitches Identified – See spreadsheet B. City of Santa Monica – HR Benefits Billing
– Implementation Plan – Tab B5
B.6 Comparison Information: Benefits Coverage Timing of Other Cities – See Appendix – B.6
B.7 Roles and Responsibilities – See Appendix – B.7
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C. System Improvements
C.1 Improve existing reports for accuracy and reliability of information
•
•
•
•

A) Reproduce January 2016 Employee Eligibility report.

B) Review list of identified individuals incorrectly omitted from the list (See Tools – B.5)

C) Work with ISD or seek other technical support to revise parameters for inclusion on report.

D) For three months following report revision, continue to compare report to additional
information recorded on manual spreadsheets in order to assess and ensure report reliability.

C.2 Complete implementation of PlanSource system
•
•
•

A) Discuss additional functionality with PlanSource vendor.

B) Assess ability to track issues within PlanSource related to individual enrollee records, such as
the information currently recorded in manual spreadsheets.
C) Explore features including:
o

o
o
o
o
o
o
o
o

Addition of more data fields

Filtering of enrollee records

Documenting contact with enrollees

Tracking retroactive adjustment requests

Creation of calendar reminders and automated notifications
Creation of custom reports

Expansion of self-billing to all vendors

Ability to track COBRA and retiree participation

Ability to track other benefits including supplemental life insurance

C.3 Complete implementation of ERP system
•
•
•

A) Discuss additional functionality with ERP vendor.

B) Assess ability to track issues within ERP related to individual enrollee records, such as the
information currently recorded in manual spreadsheets.
C) Explore features including:
o

o
o
o
o
o
o
o
o

Linking benefits coverage selection (HRMS) to Payroll deduction

Addition of more data fields

Filtering of enrollee records

Documenting contact with enrollees

Tracking retroactive adjustment requests

Creation of calendar reminders and automated notifications
Creation of custom reports

Ability to track COBRA and retiree participation

Ability to track other benefits including supplemental life insurance
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C. System Improvements
C.4 Explore systems for administering leaves of absence
•
•
•
•
•

A) Track time on each leave of absence
B) Include legal requirements

C) Include documentation of communication

D) Document changes between status
E) Include workflow and reminders

C.5 Explore systems for administering retirees and COBRA
•
•
•
•

A) Identify capability for interfacing with PlanSource and new ERP

B) Maintain database that stores and manages enrollee information

C) Track premium payment requirements including termination for non-payment reminders
D) Reconcile with TPA administration

D. Issues for Internal Consideration
D.1 Collaborate to discuss reporting employment changes: Convene citywide executive team with
HR Benefits Division to identify obstacles in reporting employment changes (i.e., leave of absence,
termination) in a timely manner to the HR Department.
•
•
•

A) Map out the process for communicating employment changes.

B) Discuss cause of delays at each point in the process and possible solutions.
C) Consider incentives or consequences for failure to report changes.

D.2 Consider modifying POA benefit administration:
•
•

A) To facilitate more accurate and efficient reconciliation, assign and implement new codes in
HRMS system for POA benefits in other geographical areas.
B) In accordance with labor agreement, consider adjusting employee contributions for POA
members to match geographical area premiums.

D.6 Collaborate to revise benefits coverage: In conjunction with labor negotiations, the HR
Department should consider revising its benefits coverage for newly hired employees
•
•
•

A) Compare benefits coverage for newly hired employees in other cities (See Appendix B.6).

B) Perform a cost-benefit analysis for revising practices.

C) Document timing of benefits coverage in policies and procedures.

D.7 Explore improvements for leave of absence tracking: In collaboration with the Payroll Division,
explore opportunities to improve communication and monitoring relating to leaves of absence.
•

A) Discuss all of the reports available within the HR/Payroll system helpful for identifying
individuals out on leave or returning from leave.
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D. Issues for Internal Consideration
•
•

B) Establish the frequency that these reports will be distributed and investigated.
C) Develop and document the process.
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APPENDIX
B.3 POLICIES AND PROCEDURES
A. Ongoing TPA Revenue Monitoring
Responsible Party
Treasury – Staff

HR Benefits Division –
Assigned Employee
Benefits Staff

Activities
1.
2.
3.

4.

5.
HR Benefits Division –
Senior Human
Resources Analyst

6.

Upon receipt of revenue from the TPA, the Treasury shall notify the assigned
staff member within the HR Benefits Division.

Within two working days of receiving notification from the Treasury, the
employee benefits staff shall download the report from the TPA’s website
and perform a reconciliation of TPA payments to enrollment records.
The employee benefits staff shall document, investigate, and resolve any
discrepancies identified during the reconciliation process.
The employee benefits staff shall maintain a spreadsheet updated with the
TPA revenue collection information.
To document the completion of the reconciliation process, the employee
benefits staff shall initial and date the supporting documentation and submit
to the Senior Human Resources Analyst for review.

The Senior Human Resources Analyst shall review the TPA revenue
collection spreadsheet and supporting reconciliation documentation.
7. The Senior Human Resources Analyst shall investigate any unresolved
discrepancies.
8. The Senior Human Resources Analyst shall investigate any variances of more
than plus or minus 10 percentage points’ difference from the prior month
and/or from the average.
9. To document the completion of their review, the Senior Human Resources
Analyst shall initial and date the reviewed supporting documentation.
10. If this review has not occurred by the 15th of the month, the Senior Human
Resources Analyst shall use the City’s financial system and check the
revenue account(s) for the receipt of the TPA payment.
a. If the payment has been received, the Senior Human Resources Analyst
shall inquire with the employee benefits staff about the status of the
reconciliation process.
b. If the payment has not been received by the 20th of the month, the
Senior Human Resources Analyst shall direct the employee benefits
staff to inquire about the payment status with the TPA vendor.
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B. Leave Administration – Benefits
Note: This information would be presented as part of a more comprehensive policy and procedure
relating to Leave Administration.
Definitions and References
•
•
•
•

Paid Leaves: Paid leave includes all types of pay an employee receives as outlined in the Municipal
Code, Civil Service Board Rules, and Bargaining Unit Agreements.

Family and Medical Leave Act (FMLA): FMLA leave means that leave of absence for qualified
employees as prescribed by 29 U.S.C. Sections 2601 et seq.
California Family Rights Act (CFRA): CFRA leave means that leave of absence for qualified
employees as prescribed by California Government Code Section 12945.2.

Pregnancy Disability Leave Law (PDL): PDL is a leave of absence for qualified disabled pregnant
employees as prescribed by California Government Code Section 12945.

FMLA/CFRA

Requirements
•
•

The federal Family and Medical Leave Act (FMLA) and the state California Family Rights Act (CFRA)
provide eligible employees the right to an unpaid leave of absence.
Employees requesting FMLA/CFRA leave must state the reason for the leave. The City may
designate any qualified leave as FMLA and/or CFRA, even if the employee does not request it.
FMLA/CFRA leave is permitted for the following qualifying events:
o
o
o

o
o

o

The birth of the employee’s child or to care for a newborn of the employee
The placement of a child with the employee in connection with adoption or foster care
To care for a child, parent, or a spouse (registered domestic partners covered under
CFRA) who has a serious health condition, when medically necessary
When the employee is unable to perform the functions of his/her position because of a
serious health condition that makes the employee unable to work
Qualifying exigency arising out of the fact that the employee’s family member who is a
member of the Armed Forces is on active duty, or has been notified of an impending call
or order to active duty, in support of a contingency operation as defined by the
Department of Labor (this reason is in accordance with FMLA, not CFRA)
Military caregiver leave is to care for a family member or next of kin who is a current
member of the Armed Forces and undergoing medical treatment, recuperation, or
therapy and/or is otherwise in outpatient status or on the temporary list for a serious
injury or illness that was incurred by the service member in the line of duty while on
active duty
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Eligibility
•

Employees are eligible for FMLA/CFRA leave if the employee has:
o
o

o

Been employed by the City for at least 12 months
Worked for the City for at least 1,250 hours during the 12-month period immediately
preceding the commencement of the leave (includes regular and overtime hours;
excludes any paid or unpaid absences such as vacation, sick leave, holiday, jury duty,
etc.)
A qualifying event

Leave Entitlement
•
•

Eligible employees are entitled to a total of 12 work weeks or 480 hours of leave (672 hours for
suppression employees) in a 12-month rolling backwards period.

Eligible employees on leave under military caregiver leave are entitled to a total of 26 work weeks
or 1,040 hours of FMLA leave (1,456 hours for suppression employees) in a single 12-month
period.

Minimum Duration
•

Placement of Child
o

o
o

PDL

Generally, the minimum duration for FMLA/CFRA leave is two weeks for the birth,
adoption, or foster care placement of an employee’s child. All leave must be completed
within one year of the birth or placement of the child.
The employee may request an alternate minimum duration of leave, which the
department director may approve only if it meets the needs of the department.
Family care or employee’s own health: If leave is requested to care for a family member
or for the employee’s own serious health condition, there is no minimum amount of
leave that must be taken. Leave may be taken on a continuous basis, intermittently, or
on a reduced work schedule as medically necessary. However, the notice and medical
certification provisions of this policy shall apply.

Requirements
•

The California Pregnancy Disability Leave Law (PDL) allows employees an unpaid leave of absence
if an employee is disabled by pregnancy, childbirth, or related medical conditions.

Eligibility
•

Employees who are eligible for both PDL and CFRA leave within a 12-month period in accordance
with this policy will have a right to both a pregnancy disability and parental leave of absence not to
exceed seven months (four calendar months plus 12 weeks) with the right to return to the same
department and classification. PDL and CFRA will not run concurrently.
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Leave Entitlement
•
•

Eligible employees are entitled to up to four months (or 17 1/3 weeks) per pregnancy.

PDL may be taken on a continuous basis, intermittently, or on a reduced work schedule as
medically necessary.

Job Protection
•

PDL provides for reinstatement to the same department and classification if the employee returns
to work at the end of the four-month (or shorter) leave.

Amount of Leave
•

City employees may be granted leave for a maximum of:
o
o
o
o
o
o

•

Medical leave – 6 months
Family care leave – 4 months
Parental leave – 6 months
Pregnancy disability leave – 4 months (17 1/3 weeks)
Combined pregnancy disability leave and parental leave – not to exceed 7 months
Personal leave – 3 months

Employees may be granted leave beyond the listed amounts in #1 as authorized by the Director of
Human Resources.

Benefits Coverage While on Leave
•
•
•
•
•
•
•

An approved leave of absence is a qualifying life event; therefore, employees may enroll or
withdraw from benefits coverage within 30 days of leave commencement or conclusion.

While on an FMLA, CFRA, PDL, or paid leave, employees will continue to receive City benefits
contributions to the same extent that coverage is provided while the employee is on the job.
Employees who normally pay a portion of the premiums for medical, dental, and/or vision
insurance will continue to be responsible for those payments during the accrued leave.

Employees may choose to continue or cease contributions to other benefits (such as short-term
disability, life insurances, etc.).

Employee contribution rates are subject to any change in rates that occurs while the employee is on
leave.
While on an unpaid leave not covered by FMLA, CFRA, or PDL, the employee is not entitled to the
City’s benefits contributions.

The City will continue to pay the full health and/or dental insurance on the employee’s behalf up to
the duration of leave as authorized in Amount of Leave unless the employee provides written
request to terminate such benefits to the Department of Human Resources, HR Division. Upon
return from the leave of absence or separation from City service, the employee is responsible for
reimbursing the City for all applicable employee benefits costs.
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•

The City may terminate the health, dental, and/or vision insurance on all leaves in excess of the
time permitted in Amount of Leave.

Reporting Requirements
•
•
•
•
•

•
•

Although the City recognizes that emergencies arise that may require employees to request
immediate leave, employees are required to give as much notice as possible of their need for leave.
The employee shall make a leave request that follows the Leave Administration Procedure.
If leave is foreseeable, at least 30 days’ notice is required.

If the need for leave is for a planned medical treatment, the employee shall make a reasonable
effort to schedule the treatment so as not to unduly disrupt City operations.

If an employee knows that he/she will need leave in the future but does not know the exact date(s)
(e.g., for the birth of a child or to care for a newborn), the employee shall inform his/her supervisor
as soon as possible that such leave will be needed.
When necessary, notice may be given verbally if followed promptly by a written request.

If the City determines that an employee’s notice of need for leave is inadequate or the employee
knew about the requested leave in advance of the request, the City may delay the granting of the
leave until it can, at its discretion, adequately cover the position with a substitute.

Procedure

When a non-industrial leave of absence is necessary or requested, the following procedure shall apply.
Responsible Party

Employee

Activities

1.

2.

Notice
a. The employee will notify their supervisor (or designee) of the need for a
leave of absence.
b. The employee will complete the Non-Industrial Leave of Absence Request
Form. In the event the employee is unable to complete this form, the
supervisor will complete it on the employee’s behalf.
Certificate
a. The employee must submit a medical certificate or military orders.
b. The City’s Medical Certificate is available for employees to provide to their
health care provider in order to obtain the appropriate medical
information for their leave of absence.
c. The employee may submit the medical certificate to his or her direct
supervisor. Alternatively, the employee must submit the required medical
certificate to his/her supervisor’s manager, the department HR contact, or
the Leave Administrator.
d. If the required certification is not available at the time leave is requested,
the Leave Administrator will notify the employee in writing of the
requirements to submit the certification.

City of Santa Monica HR Benefits Billing Review Final Report 01-10-17 | 45

Responsible Party
Supervisor

Activities
3.
4.
5.

Department HR
Contact

6.

Leave
Administrator

8.

7.

9.

The supervisor will review and complete the supervisor’s section of the NonIndustrial Leave of Absence Request Form.
In the event the employee is unable to complete the Non-Industrial Leave of
Absence Request Form, the supervisor shall complete the employee’s section.
The supervisor will submit the Non-Industrial Leave of Absence Request Form
and all provided backup documentation to the department HR contact. In the
event the employee did not provide any backup documentation, the supervisor
will only submit the Non-Industrial Leave of Absence Request Form.
The HR contact will enter the leave request information into the Leave
Administration System.
The HR contact will submit all back up documentation, including the signed
form 100, to the citywide Leave Administrator by e-mailing
<<<XXX@smgov.net>
The Leave Administrator will review all requests and determine all leave
eligibility.
The Leave Administrator will send the employee and HR contact written
notification on the status of the leave request and leave entitlements.
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C. COBRA Timing
Background
COBRA is a federal entitlement program for continuation of identical health coverage when an employee
or eligible family member loses health coverage due to a COBRA qualifying event.
Legal References
•
•
•

1985 Consolidated Omnibus Budget Reconciliation Act (COBRA).

A.B. 1401, 2002, Thomson

Individual Conversion Policy, CCR 599.507 and CCR 599.508

Policy

As the employer, you are responsible for:
•
•
•

Providing COBRA information to employees and/or their eligible family members

Informing employees that up to 102 percent of the health premium is to be paid by them directly to
the health plan for the coverage period
Collecting a completed COBRA Election form within 60 days of the qualifying event if they elect to
continue coverage

The following table lists COBRA qualifying events and their coverage periods:
Qualifying Events

Coverage Period

Separation from employment

18 months

Military leave

24 months

Reduction in work hours (including layoff)

18 months

Divorce or domestic partnership termination

36 months

Legal separation

36 months

Child that ceases to be dependent

Death of an employee or annuitant (unless dependent qualifies for
continued coverage as a survivor)

36 months
36 months

Under certain conditions, California law permits an extension of COBRA continuation coverage known as
Cal-COBRA:
•

•
•

If the employee exhausts federal COBRA coverage and had less than 36 months of coverage, COBRA
coverage may extend the benefit up to a total of 36 months, but cannot exceed 36 months
Employee must have been continuously enrolled and paid premiums for the original 18 months of
coverage
Employee must request an extension through the health plan
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•
•

Employee must pay premiums directly to the health plan
Health premiums may not exceed 110 percent

B.6 RESEARCH: OTHER CITIES’ POLICIES FOR BENEFITS COVERAGE TO
NEWLY HIRED EMPLOYEES
City

Benefits Coverage for Newly Hired Employees

Riverside

“New hire employees must enroll in their choice of health and/or dental care provider
during the first 30 days of employment or wait until the next Open Enrollment period.
For employees hired between the 1st through the 3rd of the month, the health and/or
dental benefits become effective the first of the following month. Employees hired from
the 4th through the end of the month must wait 30 days from the hire date and the
benefits become effective the first of the following month.”

Los Angeles

“New employees will receive an enrollment package via U.S. mail approximately one
month after receiving their first paycheck and must enroll by the date specified on the
personal enrollment fact sheet.”

Torrance

“Coverage begins on the 1st day of the month following the employee’s election of a plan
and within 60 days from hire date.”

Beverly Hills (POA)

“Insurance coverage is effective the first day of the month following the 30 day waiting
period.”

San Diego

“As a newly eligible benefited employee, you are entitled to the City FBP Credit on the
first day of the pay period following date of hire or becoming a benefited employee.
If you were hired at the beginning of the pay period and worked at least 40 hours on the
first pay period you become eligible for benefits, you are entitled to receive the full City
FBP Credit for that pay period.”

Redondo Beach

“Coverage begins on the 1st day of the month following the month in which the
employee is hired.”

Huntington Beach

“You are eligible for the City of Huntington Beach’s Medical Program if you are a
permanent employee working 20 or more hours per week. Your effective date is the first
day of the month following your date of hire.”

Santa Barbara

“New employees must register for insurance benefits no later than 31 days after their
hire date. Benefits are effective the first of the month following employment.”

San Diego

“As a newly eligible benefited employee, you are entitled to the City FBP Credit on the
first day of the pay period following date of hire or becoming a benefited employee.
If you were hired at the beginning of the pay period and worked at least 40 hours on the
first pay period you become eligible for benefits, you are entitled to receive the full City
FBP Credit for that pay period.”

Sacramento

“Coverage for new career full-time employees begins on the first day of the month,
following or coinciding with date of hire. New employees who do not make an election
within 30 days of becoming eligible will automatically be enrolled for the lowest cost in
the core medical plans.”
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City

Benefits Coverage for Newly Hired Employees

Oakland

“You have 60 days from the date of your initial appointment to enroll, or decline
coverage for yourself and eligible family members. Benefits will begin on the 1st of the
month after you submit your paperwork and appropriate documentation to the Human
Resources Management and Risk Benefits Division. If you do not enroll during the initial
60 days and have not experienced a qualifying life event, your enrollment will be subject
to a 90-day waiting period or the following Open Enrollment period, whichever comes
first.”

Berkeley

“To be eligible for benefits, you must be scheduled to work at least 20 hours per week as
a benefited Career or regular at-will employee (BMC 4.04.120, (a), (b), or (c)). Most
benefits are effective the first day of the month after you are hired. This is true whether
you are hired on the first or last day of the month.
Note: In order to be covered by the City’s benefits, you must enroll within 30 calendar
days of your hire date.”
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B.7 ROLES AND RESPONSIBILITIES
Major
Processes

Employees

Supervisors

Dept. Head

HR Benefits:
Staff

HR Benefits:
Senior HR
Analyst

Benefits
Enrollment:
New Hire

With X days
from hiring,
select benefits

N/A

N/A

Process benefits
enrollments in
an accurate and
timely manner

Ensure
enrollments are
processed in a
timely manner

Benefits
Enrollment:
Qualifying
Events

With X days
from qualifying
event, notify HR

N/A

N/A

Process benefits
enrollments in
an accurate and
timely manner

Ensure
enrollments are
processed in a
timely manner

Benefits
Enrollment:
Open
Enrollment

During open
enrollment
period, select
benefits

N/A

N/A

Process benefits
enrollments in
an accurate and
timely manner

Ensure
enrollments are
processed in a
timely manner

Benefits
Premium
Payment

N/A

N/A

N/A

Review benefits
invoices for
accuracy and
approve for
payment

Ensure
adequacy of
invoice review
process

Payroll

Finance

Process
benefits
deductions in
an accurate
and timely
manner

N/A

Process
benefits
deductions in
an accurate
and timely
manner

N/A

Process
benefits
deductions in
an accurate
and timely
manner

N/A

N/A

A/P: Process
payments
Accounting: Process
benefits allocations in
an accurate and
timely manner
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